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TAX NEWS
By LOUISE A. SALLMAN, C.P.A., Oakland Chapter
Investment Clubs are the latest fad. They
are becoming as popular as Pancake Houses
are now, and Drive-In Theatres were sev
eral years ago.
The subject of how tax laws affect In
vestment Clubs is an interesting one; so
much so, that we will cover only one phase
at this time, and will touch on other aspects
at a later date.
Since the membership in any one Invest
ment Club is generally made up of individ
uals associated socially or in business, the
tax considerations affect each member sim
ilarly. The members, therefore, have to de
cide the advantages of a partnership versus
an association, taxed as a corporation,
status.
If the club is taxed as a partnership, its’
income is taxed only once. Each member
reports his proportionate share of dividend
income as if the dividends and capital gains
or losses were received by him, after off
setting the club’s expenses against such in
come. He reports this income in the same
year the club receives it.
If the club is treated as an association
for tax purposes, and is therefore taxed as
a corporation, it is taxed at 30% on its first
$25,000.00 of income and 52% on income in
excess of that amount. But first its net long
term capital gains are segregated and taxed
at not more than 25% of the gain. If the
balance of income is from dividends, the
corporation is taxed on only 15% of such
income by reason of the 85% dividends re
ceived deduction. When the member sells
out or the club liquidates he is taxed again.
However, the limit of his tax would be 25%
of his gain if he had held his shares for

more than six months. Unless the income
tax bracket of the individual members is
sufficiently high, the partnership status is
advantageous in the long run.
If club members’ top bracket income falls
within the 30% bracket, the total tax bur
den, if the club were taxed as a corporation,
would be eventually about 50% higher than
if it were taxed as a partnership. At the
43% bracket the tax would be 22% higher
and at the 59% to 62% bracket, it is defi
nitely advantageous to be taxed as a cor
poration.
To assure an association status, taxable
as a corporation, it is best to incorporate
under the state law. To preclude a club be
ing treated as a corporation for income tax
purposes, even though it is not incorporated
under state law, formal articles of co-part
nership should be drawn. The National As
sociation of Investment Clubs will furnish
prospective new clubs with a recommended
agreement form.
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higher than anticipated, economies have
been lower, delays have been encountered
in installation, and the fear of automation
has led to employee resistance.
Properly used EDP should provide a
powerful tool for effective management,
but in order to achieve greater efficiency
and managerial control, members of top
management must be aware of the problems
which may arise with such installations.
(Mr. Koontz is Chairman and Prof. of
Business Policy and Transportation of the
Graduate School of Business Administra
tion of UCLA).

STATEMENT REQUIRED BY THE ACT OF AUGUST 24, 1912, AS AMENDED BY THE ACTS OF
MARCH 3, 1933, AND JULY 2, 1946 (Title 39, United States Code, Section 233) SHOWING
THE OWNERSHIP, MANAGEMENT, AND CIRCULATION OF

THE WOMAN C.P.A., published bi-monthly—Dec.-Feb.-Apr.-June-Aug. and October at Chicago,
Illinois, for October 1, 1959.
1. The names and addresses of the publisher, editor, managing editor, and business managers are:
Publisher, American Woman’s Society of Certified Public Accountants and American Society of
Women Accountants, 327 South LaSalle Street, Chicago 4, Illinois. (Both incorporated not for profit).
Editor: Marguerite Reimers, 418 Loretta Place, Seattle 2, Wash.
Business manager: Beatrice C. Langley, 327 S. LaSalle St., Chicago, Illinois.
2.
The owner is:
American Woman’s Society of Certified Public Accountants, 327 S. LaSalle Street, Chicago 4, Ill.
American Society of Women Accounts, 327 S. LaSalle Street, Chicago 4, Ill.
(Both incorporated not for profit).
3. The known bondholders, mortgagees, and other security holders owning or holding 1 percent or more of
total amount of bonds, mortgages, or other securities are: None.
4. Paragraphs 2 and 3 include, in cases where the stockholder or security holder appears upon the
books of the company as trustee or in any other fiduciary relation, the name of the person or corporation
for whom such trustee is acting; also the statements in the two paragraphs show the affiant’s full knowledge
and belief as to the circumstances and conditions under which stockholders and security holders who do not
appear upon the books of the company as trustees, hold stock and securities in a capacity other than that
of a bona fide owner.
MARGUERITE REIMERS, Editor
Sworn to and subscribed before me this 2nd day of September, 1959.
[SEAL]
Mabel E. Chute
(My commission expires October 23, 1960)
15

